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The  Indian  Merchants'  Chamber. 

”THF  R^CLUSF.'' 

31.  MURZBAN  ROAD.  FORT. 

No.  1768.  Bombay,  2nd  November  1932, 

From 

J.K.  M^HTA ,  Fsq . ,  M.  A., 

Secretary,  Indian  Merchants'  Chamber. 
To 

TH*7  S^C  ROTARY  TO  TIP7  GOV^RNW^NT  OF  INDIA, 

Department  of  Commerce,  N"P*W  DFLHT . 

Sir, 

In  Continuation  of  my  letter  to  you  dated  9th  September, 
1932,  and,  as  mentioned  therin,  I  am  now  directed  by  my 
Committee  to  address  you  on  the  Report  of  the  Indian  delega¬ 
tion  to  the  Imperial  Fconoraic  Conference  at  Ottawa,  and  with 
reference  to  the  Trade  Agreement  between  His  Majesty's 
Government  in  the  TJhitod  Kingdom  and  the  Government  of  India. 

2..  My  Committee  desire,  firfct  of  all,  to  emphasise  that 
India's  participation  in  the  Ottawa  Conference  was  inposed 
on  her  from  outside.  The  people  of  India  were  not  consulted 
about  the  advisability  of  holding,  or  participating  in,  such 
a  Conference,  and  the  fact  that  the  Government  of  India 
had  agreed  to  send  a  delegation,  and  also  had  nominated 
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delegates  to  t^nt  Conference  was  made  known  almost  accidentally 
In  reply  to  a  question  in  the  Assembly,  on  the  4th  April  last. 
It  cannot,  therefore,  be  said  that  the  nominees  of  the 
Government  of  India,  who  attended  the  Conference,  spoke 
on  b«hall  of  India,  or  *-hat  India  willingly  participated  In  thr 
deliberations  of  that  Conference. 

3.  My  Committee  haw  examined  the  Report,  and  can  only 
reiterate  their  condemnation  of  the  Agreement  entered  into. 
Indeed,  from  an  examination  of  the  arguments  an'1  the  statistics 
contained  in  the  Report,  they  feel  mor-  convinced  than  ever 
that  the  Agreement  is  not  only  not  to  the  benefit  of  India,  but 
is  positively  prejudicial  to  her  economic  interests.  Thr  attHu 
of  the  Government  cf  India,  in  the  past,  on  various  occosions 
when  the  question  of  Imperial  Preference  came  up,  is  well 
known,  and  has  been  well  recognised  by  the  Delegation  them¬ 
selves.  It  was  that  India  had  little  to  gain  by  the  adoption  . 
a  general  scheme  of  tariff  preferences  within  the  empire,  and 
that  on  the  balance  there  were  no  sufficient  grounds  why  India 
should  support  any  such  scheme,  m  spite  of  that  attitude, 
which  they  consistently  maintained  till  1927,  when  granting 
protection  to  India »s  Steel  industry  the  principle  0f  Imperial 
Preference  was  introduced  by  the  back-door,  in  the  tteth  of  the 
opposition  of  the  elected  members  of  the  Legislative.  Assembly. 
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The  same  was  done  in  the  case  of  tho  Cotton  Textile  ir.dustr.) 

in  1930,  when  the  plight  of  that  industry  was  taken  advantage  of 

to  extend  the  principle  of  Imperial  Preference.  It  is 
inconceivcble  how  it  con  be  hold  that  there  was  no  preference 
to  Britain  involved  in  the  differential  duties  then  irposed. 

It  is  also  inconceivable  "to  my  Committee^-w  tfle  preferenc?^ 
given  coiUd  have  possibly  been  in  the  in*erosts  of  India, 
contended  by  the.  Delegation .  The  Delegation  themselves  _ 

recognise  that,  if  not  in  intent,  in  fact,  at  any  rate,  th^se 
duties  did  involve  the  grant  of  preference  to  Britain.  And 
they  also  recognise  that  the  duties  did  confer  advantages  on 
Britain.  But  as  far  as  this  country  is  ooncdrned,  it  received 
no  equivalent  and  compensatory  benefit. 

'"-J »  vi 

4,  Having  thus  departed  from  a  policy  consistently 
maintained  since  Lord  Curzon's  time,  the  Delegation  have  now 
thrown  it  completely  over,  on  the  ground  that  a  narw  situutJ 
had  arisen  following  the  Import  Duties  Act,  and  the  sues  non--  c 
announce  rent  cf  Hjs  FaJeSty*s  Government  in  the  United  Klngd-"1 
in  this  behalf.  That  new  situation  was  ^ie  imposition  by 
TTnited  kingdom  ''.f  a  general  10  per  cent,  duty  fr^m  which  India 
w-uld  be  exempted,  if  she  agreed  to  give  preference  to  Britain. 

*  t£' 

In  the  words  of  the  delegation, "It  wc3  n'  longer  a  question  of 
what  India  stood  to  gain,  but  what  she  stood  to  lese,"  if  sve  did 
not  give  such  preference— a  p^int  of  view  which  my  Committee 
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consider  untenable. 

6»  The  Delegation  omphasiso  that  the  paramount  consi¬ 
deration  to  bo  borno  in  mind  was,  of  oourao,  tho  intorosts  of 
India's  oxport  trade;  but  my  Committoe  fn4l  to  soe  that  thoy 
havo  oven  considered  those  interests.  Thoy  oannot  help  point¬ 
ing  out  that  the  issuos  involved  in  tho  Ottawa  Conforonco,  so 
far  as  India  was  concerned,  did  not  roooivo  tho  d  is  pa  s  s  i  ona  to 
o ons ldo ra t i on  duo,  and  tho  Dologation  woro  throughout  obsessed 
by  tho  foar  that,  if  India  did  not  join  in  such  a  3chomo  of  pro- 
foronco,  her  oxport  trado  to  tho  Unitod  Kingdom  would  inevitably 
shrink  and  suffer.  Tho  Government  of  India  thomsolvos  cannot 
bo  doniod  that  it  was  thoir  clonr  intention  to  give  preference 
to  Britain,  following  tho  preference  alroady  givon  to  her  in 
Stool  and  Textiles.  Nowhoro  in  the  Roport,  for  instance,  the 
slightest  o  ons  ido  rat  i  on  sooms  to  have  been  givon  to  the  serious 
probability  of  tho  loss  to  India's  oxport  trado  with  foreign  coun¬ 
tries,  which  is  nearly  three  times  as  much  as  that  with  the 
United  Kingdom.  Nowhore  has  thoro  boon  any  cons  idoration  of  India';: 
oxport  trade  as  a  wholo.  In  tho  case  of  almost  all  foroign  oountriu: 
India  exports  to  on  oh  ono  o'1  thorn  far  more  than  what  she  imports 
from  it.  And  Lord  Curzon's  Gryern^nt,  30,  years  ago,  was  wiso 
in  rofusing  to  consider  any  ocncossi^n  of  tariff  proforonoos, 
whioh  might  "involvo  reprisals  by  foroign  nations."  In  estimating 
tho  bilanco  of  advantages,  however,  thr  Delegation  did  net  ovon 
oonsidor  the  possibility  of  such  reprisals  and  thoir  effoots  on 
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India's  export  trado. 

\ 

6.  It  has  boon  argued  that  tho  intorosts  of  the  Indian  agri¬ 
culturist  domand  tho  grant  of  nroforonco  to  Britain  lost  his 
exports  to  British  marko  *,s  diminish.  So  gravo  a  ooncorn  for  him 
should  have  merited  at  least  some  examination  of  the  probablo 
effects  of  tho  Agreement  on  his  exports  to  other  countries 

which,  wo  nood  not.  rope  at,  are  of  far  g rooter  moment  to  him. 

Tho  Dologation  havo  paid  not  tho  slightest  attention  to  thoso 
his  raoro  vital  interests,  in  tho  rest  of  his  markets  which  absorb 
64  po  r  cent  of  his  produco  as  against  22  nor  cent  tnkon  by  Britai  . 

To  say,  thoroforo,  that  tho  Dologation  hrvi  acted  in  his  intorosts 
i 8  but  a  travesty  of  facts. 

7.  Tho  m^st  amazing  part  of  tho  Report  is  that  in  which 
an  attorapt  is  made  to  shew  that  by  keeping  cortain  articles 

on  the  froo  list  tho  Unitod  Kingdom  is  conferring  a  born  -n 
Inida,  and  that  tho  Do  legation  have  nchiovod  s  omo  unf  rcsoon 
gain  for  India  by  persuading  tho  British  dologation  to  do  so. 

Tho  Dologation  admit  that  in  tho  case  of  thoso  articles,  in 
which  India  possossos  what  amounts  to  a  practical  monopoly 
in  tho  British  markot,  a  proforenoo  is  "nugatory".  Thoy  onumorato 
articles,  1  iko  Raw  Juto,  Lac,  llyrabclams,  Broken  Rice,  Mica  and 
cortain  varieties  of  Homo,  in  which  India  onjoys  such  a  monoDoly. 

In  spite  of  this,  they  make  a  laboured  apologia  to  load  the  public 
to  bolievo  that  India  has  boon  faveurod  by  fcho  Unitod  Kingdom 
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by  looping  on  tho  froo  list  thost  row  rantoriala  of  British  industry 


8.  Tho  n  again,  tho  cons  ido  ration  of  tho  Delegation  has  boon 

most  suporficial  and  ono-sidod,  on  the  offoots  of  India's 

non-partioipntian  in  tho  sohomo  on  hor  oxport  trado  tc  tho  United 

Kingdom*  Tho  largest  itomn  in  this  trade  are,  Toa, 

Jute,  Hides  and  Skins,  Raw  Crtton  and  Oil-seeds*  My  Committoo 

oonsidor  that  tho  risk  which  weighed  in  ttoo  mi^nds  of  tho  Delogntion, 

in  the  caso  of  Toa,  as  mrst  oxnggerntod.  Aftor  all,  India  is  tho  lar 

supplier  of  Ton  to  tho  Unitod  Kihgdom,  and  tho  ability  of  Coylon 

to  supplant  Indio  in  the  United  Kingdom  mnrkot  ia  liraitod.  An 

imoort  duty  .on  suoh  a  nocossity  of  life  inevitably  falls  on  tho. 

oonsumar.  So  muoh  has  boon  said  cf  the  instanco  of  Tea  that  it  calls 

for  a  littlo  fuller  examination.  India  exports  to  tho  Unitod  King-’  r. 

*  '  * 

Rs.  22  croros  of  Ton.  Ceylon,  tho  next  largest  supplier,  exports  ■' 

18  ororos.  Now,  if  Ceylon  got  preference,  and  we  did  not,  it 

r  '  .#•  i  \  * 

could  undor-soll  us  in  tho  British  markets  provided,  rf  course,  •' 
wore  capablo  of  totally  supplanting  Indian  exports.  But  it  is 
obvious  that  Coylon  cannot  more  than  double  its  output.  It  is 
conooivablo  thdt  it  might  iroroase  its  prbduction  by  4  or  5  cr'ron, 

*  .  •  f 

in  which  case,  tho  figures  of  Indian  and  Ceylonese  oxports  would 

;  ,  *  •  •  *  '• 

bo  just  reversed.  But  assuming  that  Coylon  were  in  a  position  to 

•  f 

supply  22  croros  Britain  would  still  roquiro  18  croros  and  would 

*  J 

havo  to  como  tc  India  for  it,  the  nunoly  from  tho  Dutch  Indios  boing 
comparatively  small.  A  duty  of  10  oe  r  cont  against  Indian  Tea,  18 
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ororos  of  wh*»;h  is  wantod  by  Britain  can  only  rosult  in  raising 
tho  prico  cf  all  Tea  importod  into  Britain.  In  that  caso ,  Ceylon 

4 

whuid  no  doubt  have  the  boro  fit  cf  that  highor  price*  All  tho 
same,  tho  person  who  would  be  hit  most  v/ould  be  not  tho  grcv/or  in 
India  but  tho  consumer  in  Britain.  Bosides,  as  the  Delegation  thom- 
selvos  say,  "whon  tho  preforonco  is  aoorrdod  to  several  countrios 
a  largo  proportion  of  its  re qu iremo nts ,  tho  proforenco  oannot  do 
much  to  oxtend  the  market  for  tho  produce  of  any  of  the  countries 
concerned." 

t 

9.  It  ought  to  have  boon  obvious,  therefore,  that  no  Govern¬ 
ment  in  England  would  ovor  impose  any  highor  duty  on  Tea,  which 
would  bo  a  burden  on  tho  British  ccnsumor.  One  might  assuredly 
hope  also  that  the  ii^rosts  of  the  British  Tea  Planter  in  India 
would  oqually  weigh  with  the  British  Government  bef-'r-;  *  '  *' 
thoy  took  any  such  action  against  them.  And  in  guarding  their 
interests,  thoso  of  tho  Indian  Tea  Labourer  would  ipso  fact''  bo 
taken  oaro  of.  My  Committee  would  be  much  surprised  if  an  articlo 
produced  by  tho  British  planter  in  India  and  consumed  byya  largo 

majority  of  tho  population  of  the  United  Kingdom  oould  at  any  timo 

•• 

become  subject  to  much  increased  or  heavior  duties,  even  if  India 
had  not  entertained  tho  Agreement.  It  may  be  noted  in  this 
connection  that  the  ro  aro,  in  British  politics,  very  improtant 

t 

interests  who  era  seriously  opposof  to  any  '’urthor  levy  which  w~uld 
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odd  to  tho  cost  of  living. 

10.  In  tho  case  of  Juto,  Indio's  monopoly  as  c  producer  is. 
of  course,  recognised.  In  tho  coso  of  Juto  mcnufrcturcs,  r  duty 
of  10  per  cent  rgeinst  the  Indian  product  would  hove  hurt  the 
British  manufacturer  in  Indie,  and  it  is,  therefore,  dobbtful  if  the 


British  delegation  would  hevo  carried  out  tho  throat  in  this 
class  of  goods  too.  :*ron  if  they  did,  it  would  have  of footed  no 
mere  then  6  per  cent.  Of  our  total  export  of  Juto  manufactures 
94  ppc  cont  of  which  go  to  foreign  countries. 


11.  In  tho  case  of  Cotton,  it  may  be  noted  that  a  duty  on 


foreign  cotton  imported!  into  tho  Ihited  Kingdom  was  suggested 
by  tho  Indian  Delegation;  but  tho  British  delegation  ma  e 


plain  that  they  could  not  entertain  such  a  proposal  at  all.  Tho 
only  crticle  of  importimeo  in  which  an  additional  market  cculd 
bo  given  to  us  by  tho  Onitod  Kingdom  is  Paw  Cotton.  But  a 
preference  in  favour  of  Indian  Cotton  is  flatly  denied.  A  pious 
hope  is  held  out  that  arrangements  will  be  mode  to  encourage 
tho  export  to  Lancashire  of  Indian  Cotton  c  improved  typo,  and 
tho  Dologation  cro  more  than  setified  with  this  hope.  They 
forgot,  however,  that  in  spito  of  the  efforts  of  many  docades,  tho 
kind  of  cotton  roquired  by  Iancnshiro  has  not  boon  producod  in 


India  in  sufficient  quantities.  They  forgot  also  the  fact  that, 

“  •  *....  ....  .  v-j..  -fcc  ir'.rov.  v  .  vie*  -  .  i  * 

oven’if  wo  grow  sere  more  of  tho  improved  variety  in  future. 


tho  Indian  mills  would  be  its  first  buyers,  boesuso  they  are  now 
importing  such  cotton.  The  dry  when  the  Indian  grower  s  n  o 
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position  to  supply  on  oxportablo  surplus  of  such  variety,  ovor 
end  above  tho  increasing  requirements  of  the  Indicn  mills,  is 
remote.  And  c  liitlo  thought  would  have  saved  tho  Delegation 

l 

from  falling,  and  from  leading  the,  public,  into  the  orronoous  bolief 
that  thero  was  any  advantage  tc  India  in  such  a  hope.  Cotton 
was  tho  only  article  in  which  tho  British  delegation  could 
have  shown  their  bona  fides  for  the  benefit  of  tho  Indian 
export  trade.  It  was  the  only  rrticlo  in  which  the  Indian 
Delegation  could  have  justly  insi sto#  on  a  clear  preference. 

A  scheme  of  proforonco,  in  which  thore  is  every  likelihood  of 
Hidir.n  oxports  of  raw  cotton  to  Japcn  and  other  countries 
being  roducod,  and  in  which  thero  is  no  possibility  of 
o  corresponding  increcso  in  England’s  demarri  for  tho  article, 
must  obviously  be  detrimental  tc  the  interests  of  tho  India*  grower. 

Attempts  have  been  made  in  the  past  by  Brit Ain  to  develop  tho  growth 
of  suitable  cotton,  in  ether  ports  of  tho  Unpiro,  by  moons  of  subsidies. 

Iff  this  be  on  indication  of  the  direction  of  tho  co-operation  cf  His 
Majesty's  Govornm  nt  in  developing  tho  growth  of  cotton,  the^India 
has  little  to  expect  from  Article  8  cf  tho  Agreement. 

12.  The  Dclogation,  indeed,  admit  that  *tho  importing  country 
ho*  always  to  consider  tho  interests  of  its  own  manufacturers,  and 
must  ncturdlly  be  reluctant  to  impose  duties,  which  would  increase  thoir 
tost,  norc  particularly  when  tho  finished  products  of  industry  ore  ultimately 
oxported  to  foreign  countries,*  The  bulk  of  cur  exports  to  the  Uni tod 
Kingdom  consists  cf  rew  material  far  British  export  industries.  And  that 
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Doing  the  case,  they  should  hcvo  roaliscd  that  Indio  hod  nothing  to 
foor  from  the  operation  of  the  Import  Duties  Act.  The  very  interests 
of  British  industry  would  hnvo  dictated  to  His  Mejosty's  Government 
the  inr.dviscbility  of  doing  anything  to  increase  its  cost  of 
production  by  the  imposition  of  such  duties..  For.  an  import  duty 
on  essential  raw  material  must  inevitably  fall  on  the  manufacturer 
who  uses  it.  and  to  that  extent  his  ability  to  compete  in  foreign 
markets  must  diminish.  It  should,  groover,  have  boon  obvious  that  most 
cf  India's  exports  to  the  United  Kingdom  are  such  as  cannot  bo  so 
easily  replaced  from  ether  sources.  The  preference  accorded  to 
Indio  by  the  United  Kingdom  on  such  erticlcs  is,  therefore,  shem 
and  illusory.  In  feet,  having  regard  to  the  very  nature  of  our 
exports,  it  would  be  difficult  to  show  how  any  material  preference 
could  bo  given  by  the  United  Kingdom,  which  would  bo  of  veluo  to 
India.  And  even  assuming  that  there  was  a  possibility  of  a  part  of 
our  export  trade  to  the  United  Kingdom,  insseme  or  other  of  the  less 
important  commodities,  being  diverted  on  our  non-participation 
in  the  scheme,  the  loss  would  be  nothing  compared  with  the  loss  thet. 
under  our  participation  in  the  scheme,  wo  shall  be  faced  with  in  our 
export  trade  with  the  rest  cf  the  world.  The  inevitable  increase 
of  imports  into  India  from  the  United  Kingdom,  resulting  from  such 
a  scheme  of  preference,  must  appreciably  reduce  imports  from  foreign 
countries,  which,  in  their  turn,  -.Till  be  compelled  to  buy  less-  from 
India.  And  when  it  is  remembered  that  Indie  soils  fer  more  to  them  . 
than  to  Britain,  the  serious  effect  cf  Imperial  Preference  on  India's 

export  trodo  can.  well  be  imagined. 
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13.  The  tariff  weapon  is  admittedly  bci'i  g  used  by  the 

British  Government  os  c  bargaining  instruncnt  to  obtain  certain 

ndvantcgos  for  British  goods  in  the  Empire  rcerkets.  The  Indian 

•  <* 

Dclogntion  rre  apparently  satisfied  thnt  they  hovo  struck  a  good 

bargain  for  India.  Committoo  are,  however,  of  tho  opinion 

that  tho  Delegation  wore  sc  overpowered  by  the  fear,  of  the  danger 

to  Indian  exports  to  tho  United  Kingdom,  that  they  ovorlookdd  the 

importance  of  Indio's  position  in  international  trade  in  general,  and 

in  tho  trade  with  the  United  Kingdom  in  particular.  They  do  not  seem 
% 

to  he vo  boon  awere  oven  of  the  most  elementery  facts  of  the  situation, 
that,  on  tho  one  hand,  Indian  exports  to  the  United  Kingdom  are 
mostly  articles  of  food  and  drink,  or  raw  materials  required  for 
British  industry,  most  of  v/hich  are  difficult  to  bo  replcced; 
and,  on  the  ether,  that  tho  Indian  market  is  the  most  important  single 
rmrtet  for  British  ggods,  end  thet  the  need  for  the  retention  end 
expension  of  this  nr.rkot  on  behalf  of  the  British  manufacturers, 

under  prosent  conditions,  is  greater  than  evor.  Had  tho  Delegation  api 

* 

ciPtcd  theoo  elementary  facts,  they  would  have  realised  thet 
India  woo  in  a  much  stronger  position  then  other  parts  of  the  Empire; 
for,  as  Britain's  lergest  single  merkot,  she  was  ip  e  position 
to  of for  substantial  advantages  and,  therefore,  to  dictote  terms, 
instood  of  boing  dictated  to  under  fo-r  of  iinogin-ary  losses. 

Had  they  taken  this  into  account,  they  would  hevo  cane  to  the  oonslusion 
that  by  the  acceptance  of  the  i»grcorx.nt  tho  gain  of  the  United  Kingdom 
was  going  to  be  preponderating  and  ct  the  expense  of  India,  end  that 
by  the  non-acccptonco  of  tho  y&reomnt  the  loss  of  tho  United  Kingdom 
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would  hovo  boon  for  greeter  than 'that  of  Indio.  Hcd  these  fundamental 

frets  been  borno  in  mind,  md  hcd  they  adopted  the  very  method 

of  the  British  Delegation,  end  usod  the  semo  throats  in  the  bargaining* 

the  situation  would  hobe  boon  entirely  different.  In  onswor  to  Britain's 

threat  of  penalising  Indian  goods,  the  delegation  could  have, 

r/ith  equal  justification,  t.hrcctonod  to  withdrew  the  advantage  already 

glvon  in  Steel  and  Textiles.  Thrt  such  a  natural  attitude  would  have  gon. 

home  to  the  British  Delegation  racy  bo  reelisod  from  the  fact  that 

they  were  fully  conscious  of  the  substantial  advantages  which 

Britcin  vies  receiving  by  theso  elroedy  existing  preferences. 

In  porn  100  of  the  Report,  the  Delegation  observe*  "It  cannot  be  assumed 
that  if  there  hcd  been  no  differential  duties,  His  Majesty's  Government 
in  the  United  Kingdom  would  have  bcon  prepared  to  enter  into  the 
Agreement  actually  condaded  or  that  they  would  bo  prepared  to 
continue  the  Agreement  indefinitely  if  the  differential  duties 
were  dbolished."  This  means  that  without  any  further  gifts  on  cur 
part,  the  British  throot  would  hote  been  silonced,  end  the  fear  of  Iocs 
of  India's  trade  in  the  United  Kingdom,  which  is  the  basis  of  the 
Agreement  and  the  Report,  would  have  altogether  deseppocred.  A  nest 
valuable  instrument  of  bargaining  was  thrown  away* 

14.  Evan  taking  the  Agreement  re  it  is,  my  Committee  consider  the 

the  Delegation,  in  their  Roport,  give  an  entirely  misleading 
impression  to  the  public  regarding  tho  advantages  which  either  country 
may  expect.  In  the  first  place,  thoy  calculate,  omitting  the  most 
important  caanodities  thrt  arc  imported  from  the  United  Kingdan  on  which 
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proferoncc  is  already  being  given,  viz..,  Stcol  end  toxtilcs,  thet 

Indie  will  be  c&lled  upon  to  give-  proforcncc  to  Britain  only  on 

E17.il  million  cf  British  goods,  end  thrt,  on  the  othsr  hend, 

India  stands  to  reoeivo  prefcronco  in  Britain  on  goods  of  tho 

vnluo  of  441.8  million.  If,  however,  the  excluded  items  ere  taken 

into  cccount,  which  come  to  E  26  6  millions,  tho  Delegation  say 

that  tho  balance  i3  fcirly  ovon,  which  moons  thet  the  value  of  trede  cf 

either  country  likely  to  receive  preference  is  cbnht  the  same#  Even 

so,  tho  British  Chancellor  cf  the  Exchequer  stated  only  tho  other 

day  in  tho  House  of  Commons  that  India  hed  given  proferoncc  on  as 

much  as  26  per  ednt  of  her  total  imports;  end  since  the  Delegation 

have  boon  working  cn  the  figures  for  1929-30,  precentego  works  out  at  c 

146.8  million  of  goods  on  which  wo  c ro  to  give  prefe-ence  to  Britain, 

as  against  E44  million  (117.4  •  26.6)  estimated  by  tho  Delegcti~n« 

The  difference,  is,  however,  smell  and  wo  shall  leave  it  aside.  But 

why  noed  they  have  at  nil  presented  such  misleading  date,  and  suggested 

that  we  would  be  called  upon  to  give  preference  to  Britain  c-nlj  cn 

117.4  million  of  our  imports?-  And  why  should  they  have  excluded,  fi> 

imports  into  India,  Stoel  and  Cotton  goods,  on  the  ground  that 

wo  hed  already  given  them  preference,  when  thoy  do  not  exclude  from 

tho  imports  into  Britain,  Indian  Too  which  has  also  been  receiving 

proferoncc  for  several  years  new,  irrespective  of  tho  rocent  Import 
.  ♦ 

Duties  Act?  If  erticles  on  which  prcferoncc  is  already  granted  are  to 

be  excluded  in  striking  e  balenoo,  suroly  they  must  be  excludod 

in  both  the  cases.  Moroovcr,  thoy  thensolvos  admit  thet  the  feirnoss 

of  tho  Agreement  cannet  be  measured  by  thifl  "crude  test."  In  the  w.:rd3 

\ 
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of  tho  Report,  "tho  only  tost  by  which  tho  vcluc  of  a  trcdo  Agreement 
ccn  bojudgcd  is  the  oxtent  to  which  it  results  in  an  increase  in  tho 
export  trade  of  the  countries  concerned  cr  in  the  retention  of 
trede  v/hich  vwuld  otherwise  have  boon  diminished  or  altogether  lost." 

While  unnecessarily  dilating  on  several  irrelevant  and  minor  issues,  they 
heve  trkon  no  trouble  whatsoever  to  apply  to  tho  Agroemont  this  "only* 
and  ronl  test,  and  to  work  out  an  estimate  of  the  gein  or  less  to 
Inlia  on  such  a.  test. 

15.  In  fairness  to  tho  Indien  public,  tho  Delegation  should  hevo 
made  sono  r.ttonpt  to  estimete  tho  prcbeblo  iiicrecs  f  r  decrease 

in  tho  trade  of  either  country,  with  roa.ccns  in  the  case  of  each  articles. 
My  Committee  heve  scorchod  in  vain  for  3nch  an  estimate  in  the  Report. 
They,  therefore  ce.nnot  accept  tho  raQro  ossortion  that  India  has  gained 
"solid  end  substantial  advorrteges",  and  that,  "what  she  has  given  can 
given  without  detriment  to  any  national  interest";  because  if  we  wore  1  . 
apply  to  the  available  data  cf  1929-30,  the  year  which  the  Dclo*'  15  n  h. 
adopted  os  the  basis  of  their  estimates,  the  very  test  enunciated  1\ 
tlicn,  my  Committee  are  convinced  thet  tho  conclusion  would  be  wholly 
contrary  to  that  assumed  by  tho  Delegation. 

16.  The  vcluc  of  a  trade  agreonont  can  only  be  assessed  on  the 
besis  of  anticipated  gein.  In  'ssossing,  thorofore,  the  veluo  of  the 
Agroencnt  with  tho  United  Ki  TfSon,  one  must  needs  estimate  the  prcbeble  ( 
in  the  export  trede  of  either  country,  if  tho  Agreement  is  to  bo 

accepted,  end  the  probable  lossin  the  case  cf  ncn-acceptance.  From  the 

/ 

very  nature  of  the  cr3o,  thorc  can,  of  course,  bo  no  finality  or 
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oxQOtunoss  in  such  an  estimate.  But  an  estimate  based  on 
available  data  npolied  with  duo  rogard  to  kn~wn  economic 
tendencies,  is  butter  than  no  ostimato  nt  all.  A  Finnnco 
Mombor  ./ho  mnkos  his  ostimatos  of  Revenue  and  Exnondituro  for 
thocomi-g  yonr,  particularly  with  loforonoo  to  no w  taxation, 
is  on  s'milar  grounds  and  it  is  all  ho  can  do  to  make 
them  ns  roasor.oblo  as  possiblo  with  duo  regerd  to  occncmic 
c  o  is  id  •  rn  t  i  nns  •  In  tho  present  enso,  there  can  bo  only  one 
mo  hod  of  estimating.  By  taking  the  total  im^  -tc  into  India 
frem  all  countries  of  tho  various  clnssos  of  articles  affooted 
by  uo  Agreement  end  by  deducting  from  thorn  tho  camo  clnssos 
of  imports  from  tho  United  Kingdom ,  tho  maximum  margin  whioh 
tho  United  Kingdom  c^n  h.'po  to  or.  turc  in  tho  Indian  market 
is  nrrivod  nt.  It  is  obvious,  however,  that  it  cannot  capture 
the  whole  of  that  margin  oven  4/th  the  he  In  of  a  profarontfal  dutv 
savo,  porhops,  in  o  x  co  pt  i  ona  1  casos.  What  v/o  have  thorofo.-o  to 
estim.nto  is  its  probable  oc.paoity  to  capture  a  uart  r?  this  margii 
And  in  +his,  numerous  factors  entor  into  calculation.  Each  olass 
of  articlos  must  bo  examined  on  it3  own  merits  ar.d  on  known  ton- 
doncios.  Further,  v/o  must  tnko  into  nooourt  alco  tho  factor 
of  protoc  Ion  to  the  :  ;4  !%•:<  n  indvstrv.  of  eo&^.e  i  j  tion 
from  oihor  countries  urn  toe  oaracity  f'r  expansion  of  tho 
ind  st.y  ooncovned.  Vy  Committee  considor  tho!  nvir.g 
»rog-  rd  to  all  thoso  factors,  t.i.o  m~st  that  tho  Unitod  Kingdom 
can  hop©  to  do,  in  most  of  tho  classes  is  to  capture  about  50 
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po-  cent  of  tho  possible  margin.  The  total  possible  margin 
to  tho  United  Kingdom  in  tho  imports  into  India  of  artiolos 
whioh  are  to  rocoivo  preference  a  about  75  ororos,  and  sinco 
in  somo  of  tho  classes  loss  than  50  per  cent  of  tho  margin  might 
bo  oapturod ,  it  would  bo  roasonnblo  to  ostimato  that  it  would 
oapturo,  say,  about  Rs .  30  ororos  of  now  trado  in  India. 

17.  Similarly,  the  additional  markot  that  Iftdia  may 
oapturo  in  tho  United  Kingdom  can  be  estimatod,  duo  rogard 
bo ing  p • id  to  tho  nature  -f  Indian  exports,  and  tho  other 
factors  roferrod  tr  above*  My  Committoo  ostimoto  that  by 
tho  oroferonoo  offorod  to  Indian  goods  in  tho  British  markot, 
the  additional  trade  that  wo  may  have  in  that  market  is  hardly 

# 

li  vely  to  oxoeod  Rs .  16  ororos,  most  of  whioh  v/ill  bo  divorsion 

fr  m  our  present  trade  with  other  o^untrios,  whoso  oapacity  to 
buy  Prom  us  will  bo  roduoed  on  our  bjiying  loss  from  them  and 
raoro  from  Britain,  as  a  consequence  of  tho  nrofcronco  that 
British  goods  will  recoive  in  Indio. 

18.  While  Britain  thorofcre  stands  to  loso  30  ororos  of 
additional  trado  if  tho  Agroemont  is  not  accepted,  wo  stai  i  to 
lose  littlo  booause,  in  tho  ovont  of  aoceptanoo,  tho  additional 
trado  t’  at  wo  might  oxpoot  with  tho  Unitod  Kingdom  would 

not  bo  row  trado,  but  only  a  divorsion  from  our  oxisting  trado 
with  other  oountrios.  In  tho  event  of  non-a oco ptnnce ,  Britain 
has,  of  '  nurse,  threatonod  to  imncso  a  10  por  oont  duty  against 
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8  cmo  of  cur  gocds.  My  Committoo  havo  ostimatod  that  hiving 
rognrd  again  to  tho  naturj  bf  India’s  oxpcrts  tc  tho  Unitod 
Kingdom,  tho  shrlnkago  1:.  tho  British  markot  duo  to  tho  duty 
will  bo  no  more  than  10  to  25  po  r  cont,  aoc-rding  to  tho  noturo 
of  tho  nrticlos.  In  this  oonnootion,  v/o  tako  into  acoount 
tho  artlolos  in  which  India  is  tho  chiof  supplior  to  tho  Unitod 
Kingdomj  thcso  in  whioh  tho  Dominions  or  tho  Colonios  aro  likoly 
tc  ormpotoj  th~so  in  v/hioh  cur  capacity  tc  oxp^t  is  limited  j 
and  certain  special  articloc  liko  linsodd ,  pig  iron  and  cotton. 

Tal  Ing  \11  those  factors  int~  aco'unt,  in  tho  ovont  of  nnn-aooopt- 
anu  of  the  Agroomont,  or  w-uld  stand  t"  l-'se  at  tho  m'st  Rs  .  10 
oro  os  worth  of  oxport  trade  to  tho  Unitod  Kingdom,  for  v'hjch 
wo  b  11  have  to  find  other  markots.  But  s  ince  in  this  onao  wo 
would  not  bo  giving  any  oro  foronco  to  Britain,  the  ro  sh*uld  bo 
no  difficulty  in  our  foroign  mnrke.s  absorbing  thoso  oxo-rte- 
a  bare  28  nor  cont  of  aur  total  oxpcrts.  And  it  must  bo  ro - 
momborod  again  that  between  thorn,  foreign  c  untrios  buy  far  m  oro 
Jrcm  u 8  than  Britain  or  tho  ’Smniro. 

19.  On  these  ostimatos  n  balanoo  can  bo  struck.  And 

it  will  be  feund  that  if  tho  Agroomont  is  oocoptod,  while 

Britain  errands  to  gain  far-  n^ro  than  wo  do,  we  stand  t~  lrso 

littlo  if  tho  Agreement  is  not  accepted.  And  this  bnlanoo  d^es 

net  take  into  account  tho  hurra  that  would  bofnll  indigenous 

Induitr  )a  in  Tn<j  *  a  by  tho  grant  rf  preforonco  t"  Britain,  and 

.ho  ra'unt  of  ecciitional  taxation  th"t  v/ould  bo  ir.volvod  in 

putting  tho  Agroomont  into  o-ffect,  which  harm  and  which 
.  .  -17- 
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ad'.iti'nal  taxation  wo  should  bo  soared,  wore  wo  to  rajoct 
tho  Agreement* 

20.  My  Committoo  w^uld  like  to  point  out  that  if  the 
incronso  of  British  imports  int^  'India  is  ostiimtod  at  any  lower 
figure,  .tho  amount  af  higher  taxation  which  India  will  havo  to 

pay  «n  fcroign  imports  will  bo  groatorj  and  if  tho  estimate  of 

\ 

suoh  imports  is  higher,  tho  rooiprroal  advantago  to  India  in  tho 
British  markot  should  be  correspondingly  largor*  In  other 
words,  if  British  imports  into  India  inoroaso,  tho  Customs 
revenue  suffers  booauso  of  the  proforonoo  and  to  the  oxtent 
of  tho  increase  and  tho  docline  would  havo  to  be  mndo  good  by 
^rosh  taxation.  If  thoy  do  not  inoroaso  to  tho  anticipated 
oxtent  and  foreign  goods  still  continue  to  bo  impertod,  the 
hi  ,hor  duty  against  them  means  so  muoh  more  ir  Iroct  taxation 

on  tho  pooplo.  But  in  tho  former  altornativo,  in  increasing 

Br  >in's  advantages  in  tho  Indian  market,  India  oan  Justly 
olaim  equal  and  reciprocal  advantages  in  tho  British  market. 

In  viow  of  tho  estimates  givon  al  ve ,  my  Committoo  feel  that, 

on  the  one  hand,  the  advantago  to  India  in  tho  British  there 

1s  bound  to  h®  substantial  addition  to  taxation  in  order 
to  givo  effect  to  tho  /.grooms nt ,  --wh ich  moans  that  in  oithir 

f 

onso  tho  sacrifice  of  India  is  groat. 


21.  But  evon  thi6  statemont  of  aocount  is  incom  plot;, 
whdn  wo  consider  tho  important  fact  that  tho  Agroomont  would 
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bo  qot  only  botwoon  Indio  and  Oront  Britain,  but  also  with 
the  Colonial  Empire.  For  want  of  time  at  Ottawa,  no  agroomonts 
havo  boon  ooncludod  by  tho  Do  legation  with  the  Dominions,  and 
though  discussions  we  ro  carried  on  furtbor,  negotiations  havo 
boon  loft  to  tho  Government  of  India.  In  tho  oaso  of  tho 
Colonio  s ,  Protectorates  and  Mandated  Territories,  whioh 
are  covorod  by  tho  Agreomont  with  His  Majesty's  Government,  no 
rooiprocity  is  off3rod,  bocauso,  whoroas  a  few  minor  colonies  wil 
be  invitod  and  nro  oxpootod  to  givo  proforonco  to  Indian  goods, 
undor  certain  conditions,  tho  more  important  colonies  liko 
Kenya,  U~anda,  Tanganyka,  Zanzibar,  Nyasnland,  part  of  Northern 
Rhodosia,  tho  Gold  Ccc.st,  Nigeria,  and  tho  Mandated  Territories 
wi  1  n~t  givo  ar.y  boc"\’so  of  tho  ir  international  agroomonts. 

In  spito  of  this  fact,  India  is  required,  and  \..o  Dolegation  havo 
aoo  pted  tho  position,  to  givo  proforonco  to  goods  coming  from 
all  '..hose  Colonies.  Dos  ides,  no  assessment  of  tho  valuo  of  tho 
ferado  coming  frrin  those  Colonics  has  beon  made  or  is  possiblo. 

The  Delegation  admit  that  nr  Trade  Rocurns  aro  available 
ro  lc.  ting  to  most  of  thorn  5  and,  thoroforo,  tho  re  aro  "  insupe  rnblo 
d  if  f  icul  tio  3 "  in  making  a  y  ostimato.  At  tho  3amo  timo,  s^mo 
of  thoso  Colonics  do  n  j  \rgo  ontrepot  trade;  and  there  aro 
bound  to  bo,  there fer-  ,  jovicus  administrative  difficulties  in 
ascertaining  whothor  particular  articles  really  orfeginato  /'rcm 
tho  Colo  -.io8  in  question.  As  to  h-'w  tho  Dologation  could  havo  s. 
an  agreement,  which  givoo  away  vnlunblo  privileges  in  tho  Indian 

I 

mnrkot  to  such  a  largo  numbor  of  Colonies,  without  obtaining  from 

tho  i  at  tho  8  ame  timo  anything  in  roturn  worth  tho  siontion,  passos 
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oomprohens  ion. 

22.  Ivon  confining  oursolvos  to  tho  rest  o**  tho  Colonial 
Empiro,  i.  o.  excluding  tho  Colimios,  Proto  otorates  and 
Mandated  territories  which  are  <"  barbed  frem  giving  us 
-proforonoo,  tho  Dologation,  first  of  all,  admit  that  thoy  were 
unsuccessful  in  their  efforts  to  obtain  proforonco  for  Indian  and 
Burmoso  rice  which  has  to  meet  with  keen  competition  in  Eastern 
markots  from  rice  produced  in  othor  Asiatio  oountires.  Coylon 
and  Ma’aya,  in  fact,  impose  an  import  duty  on  rico.  Fiji,  which 
gities  some  proforenco  to  Empire  goods,  cannot  give  us  any 
special  proforenco,  booa-se  v:e  carlnot  give  proforonco  on  its 
sugar,  f’nco  sugar  is  a  protootod  industry  in  India.  Nor  can 
Mauritius  give  us  any  proforenco  unless  we  gave  preference  on 
it"  s  *ar,  which  wo  cannot.  The  West  Indios,  Sierra  Lo  ono , 

Oa  .abiu,  Somaliland,  Gibraltar  and  Cyprus  give  a  proforonco 
or  Empire  products.  But  tho  Dologation  themsolvos  find  that  ti  ) 
only  Indian  exports  of  substantial  importance  aro  Juto  manufactur 
and  rico  to  tho  IVest  Inidos,  tc  •  n  annual  va  luo  of  about  Rs .  40 
laos.  Hongkong  is  only  a  port,  with  no  hintorland,  and  its 
trado  is  mainly  an  entrepot  trado,  and  it  is  therfore  not  in  a 
position  to  givo  any  proforonco  to  any  port  of  tho  Empire.  In  t) 
oaso  of  Malaya,  tho  Delegation  ad  nit  that  wo  shall  havo  to  givo 
moro  than  wo  receive.  And  evor.  taking  tho  Colcr!«l  Empire  as  a 
whole,  thoy  haltingly  adailt  that  India  will  "probably  be  1  ound 
to  bo  giving  preferences  on  goods  of  a  somewhat  highor  valuo  tha 
that  of  the  goods  on  which  sho  receives  proforonoos  from  the 
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f'ofinlal  Empire";  and  that  wo  must  trust  to  the  growth  of  our 
exports  of  manufactures  to  "redress  any  advorse  balance"* 

Do  the  Delegation  seriously  hCM  that  wo  shall  inoroaso  our 
manufactures,  when  tho  whole  sohomo  of  proforonoo  is  devised 
to  inoroaso  tho  imports  r  f  British  manufactures  into  India? 

23.  If  tho  e s timn $o»mado  above  regarding  the  diversion 
of  Indian  trade  to  tho  United  Kingdom  bo  considered,  along  with 
the  obviously  ono-sidod  nature  of  the  Agroemont  with  the 
Colonial  Empire,  tho  conclusion  is  only  strengthened  that 
taking  tho  Agroomont  as  a  whole,  it  is ‘calculated  to  give  far 
more  than  to  receive, 

24. “  My  Committee,  must  draw  attention  to  another  aspeot 
cf  this  mattor.  It  is  a  tragic  irony  that  wo  are  called  upon  t 

I 

f  xve  preference  to  Colonies  in  which  tho  treatment  raetod  out 
to  Indians  loavos  much  to  be  dosirod,  and  which  has  been  one 
of  the  sorest  grievances  of  Ind'a  for  yonr3  past  against  the 
Colonial  Office.  Whore  the  oitizons  of  India  aro  doniod  the 
bare  rights  of  citizenship  in  a  Colony  nr  Dominion,  it  is  a 
travoeby  of  justice,  to  suggest  that  raw  matori&ls  ~r  ma’Ufeot’i 
articles  from  that  Celery  or  Dominion  should  have  proferontial 
oona  idorn tion  in  Inuva.  It  is  an  acknowledged  convention  of 
oommoroial  true  tics  and  arrangements  that  the  contracting 
parties  give  oac'n  oths's  citizens  mutual  rights  to  ontor,  travc 
and  refide  in  each  othor's  territories,  and  to  possess  property 
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and  do  net  subject  them  to  any  speoial  taxos  or  ehargos. 

Thero  aro  Colonies  in  tho  British  Empire  which  n~t  only  do  not  r. 
Indian  citizens  suoh  olemontary  rights  but  in  fact  impose  on  th 
the  furthor  hardship  of  discriminatory  legislation,  and  wo  are 
now  asked  that  wo  should  give  them  preference  without  any 
undertaking  on  their  port  to  give  Indian  citizens  oven  such 
conventional  rights.  Tho  Delegation,  cannot  say  that  this  point 
was  not  brought  to  their  notioo,  ns  my  Coramitteo  understand  that 
the  Chairman  of  tho  Imporinl  Indian  Citizenship  Association, 
s  nt  tolegrnm  in  the  matter  to  tho  leader  of  the  Dolegation. 

Cor.mittoo  consider  that  in  identifying  the..  ilves  with 
tho  grant  of  preference  to  Colonies,  which 'treat  Indians  with 
die  crimination,  the  Government  of  India  will  aoriously  disorunt 
their  advooacy  of  tho  rights  of  Indians  in  the  Colonies  and 
Dominions , --an  advooacy  which  fo»  a  numbor  of  vonrs  recently  has 
boon  to  their  credit.  As  long  as  this  discrimination  ngninst 
Indians  nrevails  in  any  Colony,  and-  oro fere noo  to, the  gods  of  su 
a  Colony,  can  only  be  considered  as  an  insult  addod  to  in'ury. 

25.  The  Roport  is  not  only  misleading  as  already  print- 
ed  out,  but  has  altogether  ignorod  two  m~st  important  _a?pe  ots 

*"**X 

i  l 

arising  out  of  the  Agroemont,  namely*  the  loss  of  Indian  tra-de  i 
other  or  ’ntries  and  tho  additional  indirect"  taxation  invM.ved 
in  putting  tho  agroomont  into  offoct.  We  havo  already  referred 

to  the  fact  that  there  is  n-t  even  a  mention  of  India’s  trade 
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with  other  parte  of  tho  world,  which.  In  the  aggregate,  le  of 
far  greater  conse.penoo  to  ua.  So  for  as  the  method  of  putting 
the  Agreement  Into  effect  la  concerned,  it  Is  obvious  t  at 
will  require  many  changes  In  the  tariff,  leading  to  additional 
Indirect  taxation,  which  must  be  condemned  unreservedly.  If 
preference  Is  given  by  a  reduction  of  the  existing  Import  duty, 
tho  resulting  gap  In  tho  Customs  revenue  will  have  to  be  mode 

good  by  a  Idltlonal  taxation.  If  it  is  given  by  an  Increase  In 
the  existing  duty,  that  Increase  will  be  additional  Indirect 

taxatic i.  So  that,  in  either  case,  preference  can  only  be  given 
by  .ncrcaalng  taxation,  direct  or  Indirect.  Thors  can  be  no 
jus  iflcation  for  taxing  the  poor  Indian  citizen  In  order  that 

British  Imports  in  to  India  may  increase. 

•  *  *  *  »  » 

26.  My  Committee  doubt  If  .  7  serious  consideration  has 

been  given  by  the  Delegation  to  the  position  and  prospects  of 
the  several  nascent  Industries  of  India  which  are  thus  to  be  face 
suddenly  with  the  serious  competition  of  British  goods  If  they 
receive  preference  by  a  reduction  In  the  existing  duty,  11  an 
attempt  is  mode  to  gaugo  tho  consequences  on  many  Indigenous 
Industrie  that  a^  just  begln-lng  to  establish  themselves,  It 
will  be  found  that,  exposed  to  serious  competition,  most  of 
them  will  be  threatened  with  extinction.  In  representation 
of  this  kind  It  Is,  of  course,  Impossible  for  my  Commltteo  to 
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30  into  t.ie  prospects  of  all  such  industries.  They  can  but 
mention  a  few  instances.  Take  the  instance  of  the  soao- 
mak'.ng  industry.  With  the  growth  of  numerous  -oap  works 
in  Lndia,  imports  of  foreign  soaps,  during  the  last  four  years 
alOi o,  have  declined  from  about  Rs.  50  lakhs  to  Rs.  28  lakhs. 

The  value  of  the  present  output  of  these  works  is  estimated 
at  about  Rs.  2o  lakhs  and  the  valt  5  of  their  productive  capacity 
is  estimated  at  about  Rs.  52  lakhs.  In  other  words,  they 
are  in  a  position  to-day  to  more  than  double  their  output, 
and  to  replace  the  entire  imports.  The  Agreement,  however, 
will  deal  a  serious  blow  to  them*  for  a  10  per  cent  prefer  nee 
given  to  British  soaps  --  and  even  now  more  than  80  per  cei  t 
of  imported  soaps  come  from  Britain  --  is  assuredly  calculated 
to  drive  the  Indian  manufacturer  out  of  his  own  market.  And 
instances  of  this  kind  in  which  grave  harm  will  be  done  to 
Indian  industries  by  the  grant  of  preference  to  Britain  can, 
indeed,  be  multiplied. 

27.  Take  abother  kind  of  instance.  ‘A'he  Agreement 
seeks  to  give  a  preference  of  10  per  cent  to  aluminium 
circles  and  sheets  and  manufactures  imported  into  this  country 
from  Britain.  There  are  a  number  of  indigenous  factories  in 
India  importing  such  circles  and  sheets  and  pressing  them 
into  utensils.  At  the  same  time,  the  large  manufactures  of 
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aluminium  in  Britain  have  also  established  utensil-making 
factories  in  this  countyy.  A  proforonco  of  10  per  cent  given 
to  British  aluminium  circles  and  snoets  must  needs,  therefore, 
drive  the  Indian  manufacturer  into  the  bands  of  the  3ritish 
aluminium  interests.  And  since  those  interests  themselves 
have  their  own  factories  in  India,  nothing  will  bo  easier  for 
thorn  than  to  starve  the  Indian  manufacturer  of  supplies,  and 
by  extendi  g  their  ov/n  factories,  drive  him  out  of  his  own 
market. 

>Q.  Apart  from  the  important  issues  involv,  airoctly 
in  th 3  Agreement,  there  are  fundamental  questions  of  nolle/ 

. hich  ho  Agreement  is  likoly  to  affeev.  For  examolo,  in¬ 
spite  of  the  way  in  which  preference  was  given  to  °ritish 
goods,  whilo  passing  the  Steal  and  otton  Duties  Acts, 
it  has  been  assumed  by  the  Delegation  that  those  were  a  part 
f nd  parcel  of  the  fiscal  policy  of  thl3  country.  This  in¬ 
troduces  a  new  question  in  the  industrial  policy  of  the 
country,  nc.mcly,  whether  protection  to  Indian  industries  is  to 
bo  given  subject  always  to  the  dominating  condition  thot  the 
protective  schema  itsolf  shall  contain  preference  fcr  British 
goods,  in  those  cases  in  which  British  manufactures  aru  in¬ 
terested.  My  Comnitteo  aodd  not  point  out  that  this  would 
oe  it  strange  contrast  to  the  policy  of  the  Dominions,  v/hich 
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do  not  anu  will  not  give  any  preference  to  British  goods  in 
tho  case  of  those  of  thoir  industries  which,  in  their  own 
into '•os  o,  requiro  protection  evon  against  Britain, 

S 

29,  it  may  bo  pcir.sod  out  that,  unloss  a  national 
••cone  ’c  policy  is  ostab.li.shod  in  India  and  acknowledged 
and  accepted  by  Government,  the  Agreement  is  oo'jjjary  to 
national  int‘  rosts.  A  trade  agroe.  nt  should  give  maximum 

advantage  for  the  products  of  x  country  and  load  to  increas¬ 
ed  manufacture,  just  as  Brit  in  seeks  to  do  in  her  own  caso; 

and  preferences  should  only  bo  extended  to  such  articles  as 
are  not  manufactured  in  India  or  cannot  bo  manufactured. 

It  seems  contrary  to  common  sense,  and  to  every  considera¬ 
tion  of  economy,  that  Indian  shoot  bar  should  bo  exported 
to  the  United  Kingdom  and  manufactured  there  into  shoots, 
to  bo  shipped  back  to  Irdia,  when  India  could  and  should 
ianu.^act’To  thorn  horsolf.  The  industrial  policy  of  India  may 
rus  30  . urther  advorsoly  affected  by  tho  accept  eo  of  the 
theory  of  industrial  co-oporation  involved  in  the  ^uppiinentary 

.  ';eel  greoment.  If  this  position  is  accepoOd,  --  along  with  tho 
change  in  the  policy  juoc  referred  to,  *»-  India  will  bo  re¬ 
duced  to  tho  position  of  manufactu.  ;g  semi-finished  goods; 
will  bo  denied  also  the  opportunity  of  oxtonuln  domestic  i.unu 
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domestic  manufacture  and  o  iploymont;  and  the  India  taxpayer 
„1U  be  called  upen  to  pa. ,  so  that  the  British  manufacturer 
may  havo  the  benefit  of  turning  those  somi-f lnlshed  so^3  lnt0 
i inlshou  urlcles  for  the  Indian  market  and  thus  help  to  relieve 

BWtalftyfffid;  incid  ntally,  give  additional 

cargo” virtually  to  *r -tish  bottoms.  In  so  far  as 
industry  is  concerned,  why,  th,  whole  scheme  of  preference 
will  only  strengthen  •  s  already  dominant  position  of  British 
Shipping  in  Indian  waters,  to  tho  detriment  of  the  growth  of 
Indian  Shipping. 

30.  The  Delegation  havo  omitted  to  consider  also  that, 
apart  from  actual  tariff  preference,  3ritlsh  goods  already 
receive  substantial  preference  In  this  country  in  a  variety  of 
other  ways.  By  administrative  arrangements;  by  the  fact  of 
British  Investments  In  this  country;  by  the  manipulation 
currency  policy  of  the  ce  ntry;  and  no  less,  by  the  introductlo. 
of  tho  preferential  method  in  tho  schemes  of  protection  already 

in  operation.  British  goods  alro-.dy  receive  preference  in  the 

"  Indian- -arkot,  ~r  'wliSh  India  does  not  got  any.adsauate  re- - 

turn.*  Indeed,  Bil'tolh  has  always  acted  on  the  basT^  that-  India 
should  bo  tho  producer  of  raw  materials,  and  should  be  a  free 

and  open  market  for  B.  Itlsh  goods.  Sho  has  derived  advant¬ 
ages  In  the  past  by  tho  imposition  of  an  excise  duty  in  favour 
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of  Lancashire.  She  has  maleulatod  Indian  currency  and 
exchange  to  the  advantage  or  British  Interests,  and  even  now 

to  the  serious'  disadvantage  of  India,  free  •  export  of  o  - 

allowed .  Since  Britain  departed  fro,  the  add  Standard  ad 

i  Qrt-rilv  linked  to  Sterling  at  tho  statutory 
tho  Rupro  v;as  compulsorily  lin 

Hate,  British  exports  to  India  have  secured  preference 

33  per  cent  over  Odd  Sta  dard  countries.  This  was  In  ad  - 

1  of  12!  per  cent  already  conferod  on  thorn 

tion  to  tho  advantago  of  P 

py  the  currency  manipulation  tha*  raised  tho  Statutory  .Rato 
from  1/4  to  1/6.  On  tho  top  of  this,  tho  Agreement  proposes 
t0  givo  the,  a  further  additional  advantage  of  10  per  cent;  an 
this  is  what  the  Indian  Delegation  are  pleased  to  call  a  sub 
stantiol  gain  to  Indf- .  Would  It  not  have  been  fair  ar 
ablo  to  have  insisted  on  a  quid  pro  quo  for  the  advantages 
ready  secured  by  Britain  through  currency  ,anlpulatlen,  before 
.even  entertaining  the  idea  of  this  further  sacrifice  for.t  e 
benefit  of  the  British  manufacture? 

31  it  has  been  laid  down  that  In  view  of  the  landing 

constitutional  changes,  the  Agreement  Is  sublet  to  ^  ^ 

notice  by  either  party,  si  that  If  the  future  Government 

it  the'  can  do  so  with  ease.  The  difficulty 
want  to  donounce  it,  the*  can 

i3  v'cll  knov/n.  Why,  oven  is 

denouncing  trade  agreements 

Malestv' s  Government  hfvo  hesitated  to  denounce  the  Ang  - 

3  '  ln  spite  of  the  pliSht  of  Lancashire 

japanoso  trade  agreement.  In  P 

on  tho  one  hand,  and  the  India  cotton-,lU  Industry  on  tho 
othor.  The  clause  In  the  Ottawa  Agreement  regards  sxx 
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months’  notico  has  mislod  some  peoolo  in  o  the  belief  that  the 
Agroeraent  is  not  likely  to  do  much  ha'-ra  because  it  will  bo 
possible  to  denounce  il  in  due  courso.  This,  first  of  all,  as- 
sumos  that  undor  tho  ccnsititutional  changes,  Indl*  will  attain 
the  position  of  a  self  governing  countr;  ,  with  powers  to  denounce 
such  agreements,  if  she  thinks  fit.  The  manner  in  which 
Government  are  sotting  abou  getting  togothor  delegates  for  the 
Third  Roun  Table  Conference  would  not  appear  to  warrant  such 
hope  being  entertained,  and  it  is  generally  apprehended 

,  ***iV 

that  Government  will  force  on  India  a  Constitution  which  will, 
for  all  practical  purposes,  make  tho  exorciau  of  su-’h  power 
inefficacious.  Even  as;juml^g  thaf  India  will  roach  that  take 

t 

two  or  three  years  to  b)gir*  ooally  to  function.  During  the 

i 

interval,  now  trade  relations  ill  have  bo.  n  formed,  many  channels 
of  trade  diverted,  and  tho  vested  intorost3  thus  created  will 
act  as  as  powerful  force  against  the  denunciation  of  tho  Agree¬ 
ment*  And  all  this  tine  substantial  damage  would  continue  to 

bo  done  to  tho  country.  My  Committee  would  not  have  cared  to 
mention  this  aspect  but  for  tho  fact  that  the  clause  regarding 
six  months’  notico  is  likely  to  be  mistaken  by  tho  public  as  a 
safeguard  against  the  evils  of  tho  Agr.-oment.  It  is  idle  to 
discuss  seriously  whether  th'  Agreemon  is  sound,  or  is  in  favour 
of  India,  or  whether  the  notice  clause  makes  it  iany  tho  more 
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acceptable.  One  Is  almost  led  to  the  boliof  that  tho  Agroo- 
mont#  in  anticipation  of  tho  establishment  of  political  reforms 

.t  r 

long  promised  and  evaded,  3  intonded  to  tie  the  hands  and  tho 

•  «  , 

free  choice  of  the  future  Federal  Assembly. 

i 

32.  On  economic  grounds  alone,  tho  Agreomcnt  is  so 

essentially  unsound  that  my  Committee  are  amazed  that  tho 

* 

Dologation  did  not  unreservedly  rojoct  it.  Whatever 
designation  an  economic  arrangomont  botween  the  dominions 
and  England  might  be  g'von,  it  is  altogether  a  misnomer  to 
call  any  such  arrangement  botw  j<sn  the  Unitod  Kingdom  and 
India  an  "Agreement” •  Can  there  really  be  a  fair  and  a  just 
agreement  between  a  politically  unequal  and  dependent  country, 
and  uanother  which  is  its  ruler?  So  long  as  there  is  no 
settlement  of  the  political  issuos,  so  long  as  India  is  not 
self-governing,  there  can  bo  no  trade  Agreem  nt  betwoon  the 

w 

Unitod  Kingdon  and  India.  For,  only  a  free  Logislanture  can 
freely  make  an  agreement  of  this  kihd.  And  my  Gommittee 
warn  the  Government  that,  if  they  get  it  p.ssed  through  the 
present  Assembly  by  means  of  the  Official  bloc  and  the 
nominated  members  and  the  Europeans,  they  will  be  laying  the 
foundations,  not  of  settlement  betwoon  India  and  tho  Unitod 
Kingdom,  but  of  prolonged  bitterness. 
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33.  With  rogard  to  t'  j  mannor,  motive  and  method  by 
which  tho  Agroemont  was  secured,  my  Committee  v/ill  only 
say  this:  His  Majesty's  Government  of  tho  United  kingdom 
hold  out  a  threat,  and  askod  India  to  come  to  terms,  ‘i'he 

\.ropre sentatiJum^J^rindTa  ’^^nomWreiS'S' •  t7fr.  rtho  ^Government  of  _ 

India  --  and  their  expert  advisers,  without  carin  to  examine 
tho  aaturo  of  tho  throat  ac^uiotrced.  Thoy  argued  themselves 
into  bolioving  that  it  would  hurt  torribly,  shutting  their 

eyes  to  tho  possibility  of  their  being  hurt  in  tho  back  much 

,  .  *  :[  *  ? ,  ■ .  •  ■  ,’ 

more,  and  by  a  number  of  stronger  assailants,  because  of 
this  vory  submission  of  theirs  in  agreeing  to  discriminate 
unoqually  against  them;  and  ignoring,  likewise,  tho  con- 
soquoncos  of  Britain's  •'osition  in  tho  trade  of  India,  mado  still 
more  predominant,  inevitably  reducing  India's  trade  with 

other  countrios,  without  giving  any  compensatory  increase  in 
our  export  trade  with  Britain. 

34.  In  tho  wholo  history  of  trade  relationship  between 
Britain  -and -India-thomi  has  boon  no  sorrier  instance  of  tho 

. v  — 7 — v**™  -  _  _ 

Trustoos  of  tho  peoplo  of  India  coercing  thorn  in  a  'ourso 
of  action  least  consonant  with  t'hoir  interests  and  manifestly 
in  tho  interst  of  tho  Trustees  themsolvos.  In  a  word,  it 
only  moans  furth sr  economic  domination.  And  any  streng¬ 
thening  of  tho  economic  domination  must  noods  rosult  also 
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ln  increasing  the  political  domination  o  .  ,r  this  country. 

35.  Having  achieved  tholr  object  at  Ottawa,  it  has  now 

boon  proclaimed  to  the  world  that  It  Is  far-from  boln^  a 

aolfish  one.  H  is  altruistic.  *t  la  a  gesture  and  an 

Invitation  to  the  world  to  reduce  tariff  barriers  Verily, 

an  appropriate  prelu,  to  the  World  Economic  Conference  . 

Wo  arc  ashed  to  believe  that  the  only  way  to  reduce  such 

.  < ,  bv  outtm  •  or  some  moro  barriers  t  And  by 

barriers  is  by  puttin  that  it  would  bo  ir 

implication,  wu  aro  asked  ai 

mdla's  interests  to  reduce  her  tariffs  and  give  up  her 

„  Hrr>  till)  Pr'mo  Ministor  has  doclar..' 
protectionist  "olicy.  Further,  tho  Pr 

m  i-v,  v. winds  hi3  Majesty's 

that  With  the  Ottawa  Ayr  cements  In  tholr  ..ends, 

,  have  every  1-  -ontlon  of  e-torlng  Into  trade 
Qovornmon  havo  ov.ry 

...  tVl0  oth  r  nations  of  tho  world,  if  thoy  succi 
agreements  with  t.  even  the  nominal 

a  gon  ral  grant  of  preferonce  will  on  y 

preference  south  to  bo  thrust  on  India. 

35.  TO  sum  ue,  my  Commltt  ,o  aro  of  opinion  that  tho 

situation  created  by  the  Agreed  and  the  consequences 

"thereof  arc  as  foJiows  :  - 

(1,  Tho  Agreement  owes  Its  origin  not  to  In  • 

needs  or  wishes,  but  to  those  of  Britain.  Having 
regard  to  the  circumstances  under  which  It  has  b -on 
made,  and  Is  sought  to  bo  carried  Into  off  ct,  it 
'  wlu  bo  one  forced  upon  an  unwilling  people,  and  is 
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thoroforo  not  likely  to  promote  any  cordial  relations 
between  the  two  countries,  osoocially  at  the  present 
Juncturcr — ~ 

(2)  T]t0  Agreement  will  porpotuate,  and  extend  further 
tho  present  dominant  position  of  Britain  in  the 
trade  of  India.  '-Phis  is  against  tho  vory  economic 
axiom,  that  to  b  >  ablo  to  get  t.ho  best  advantage 

out  of  international  trado,  a  country  must  needs  have 
large  trado  relations  with  tho  largest  possible 
number  of  countries  as  buyers  and  sellers,  -- 
in  other  words,  tho  widest  possible  markets  and  the 
widest  possible  sources  of  supply.  Besides,  the 
consequent  strengthening  of  the  economic  domina¬ 
tion  of  Bri.,  .in  will  only  srrvo  to  perpetuate  and 
stiffen  tho  political  domination,  in  tho  further 
vested  interests  that  it  will  create. 

(3)  The  Agreement  is  not  based  on  tho  principle  of 

reciprocity,  because  whereas  the  United  Kingdom - 

is  likely  to  get  a  substantial  benefit  in  tho  Indian 
market,  India's  a  dvantago  will  bo  vory  little,  if 
any,  at  all.  The  Del<  potion  havo  failod  to  make 
effective  use  o"  tho  existing  Indian  in  striking 

a  bargain. 


*  jts 
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(4,  '  Ao  Agreement  Ignores  the  principle  of  reciprocity 
altogether  *.n  the  ease  of  the  Colonies,  most  of 

— - r-ror  aro  dobarrod  free,  giving  us  *ny  pr  ,faronco_ 

and  to  which  novortholcss  wo  arc  required  to 
give  proforonco.  In  the  c-r-o  of  tho  roma  n  » 
wo  aro  asked  to  glvo  more  and  rocolvo  loss. 

Besides,  agreements  with  tho  Dominions  arc  yot  to 

come*. 

(5)  The  Agreement  will  reduce  tho  purchasing  power  of 
'  Other  countries  for  our  goods,  because  we  shall  get 
our  imports  In  a  much  greater  proportion  from  tho 
United  Kingdom,  and  there  will  thus  bo  a  substan¬ 
tial  reduction  in  our  Imports  from,  and  thorforc  in 
our  exports  to,  o‘hor  countries,  which  Is  not  likely 
to  bo  balanced  by  a  proportionate  Increase  '.in  our 
exports  to  the  United  Kingdom,  '-'ho  Agreement 
wholly  Ignores  this  Important  factor. 

. "  (6)  The  Agreement  may  load  to  retaliation,  active  «r 

passive,  --cm  foreign  countries,  tho  aggregate  trade 
with  which  IS  of  dar  more  consequence  to  us  than 
that  with  tho  United  “lngdom. 

(7>  Tho  Agroomont  Is  bound  to  load  to  additional  lndi.  oct 
taxation,  at  a  time  when  tho  people  aro  already 
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overtaxed.  Even  If  in  future  tho  f inane os  of  the 
Government  of  India  improve,  the  o  will  remain  a 
la^go  amount  of  this  avoidable  taxation  on  goods 

-’f&ftt  The* XarooironV will  seriously  prejudice  tl 
‘  *1**¥Sf'S*a 

of  Indian  industries  .’.n  those  articl  s  in  which  ^ritisl^ 

WA  .  * 

-tti. 

•'  ‘ ;  JpmD9&a  are  to  re  ivc  prcforonce,  and  many  a  nascent 
industry  will  bo  driven  out  of  ur  own  home  market. 

«'•  EvQ»*Af  an  -Indian  industry  in  any  of  those  articles, 

at  any  timo  in  the  futur  ,  provos  its  ease  for  protoc- 
TioT,  protection  will  be  ;ivon  only  on  -no  basis  of 
proferonco  to  British  goods,  as  already  don^  in  the 
case  of  Sto  :1  and  Textiles. 

(9)  The  Agreement;  initi  ttos  a  po.icy  of  industrial 

co-aooration  between  Dritaia  and  India,  which  will 
roduco  India  to  the  position  of  manufacturing 
semi-finished  ariclos  and  the  Indian  taxpayer  will 
bo  called  upon  to  pay  in  ordor  that  tho  British 
ma_ny,f a^t^Jr^r  may  havo  tho  benefit  of  turning —  . 


•  V-V-i 


such  articlos  into  f  inifU  ed  products  for  the  Indlil'n- 


-V  market . 

Vdftn; 

(is!)  The  Agreement  ii.  increasing  British  ii’.oorts  into 

India  and  diverting  somu  of  our  exports  to  Britain, 

'  *  will  only  holp  to  tighten  tho  stranglehold  of  British 
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Shipping  to  the  detriment  of  our  own. 

(U)  The  alleged  safeguard  of  power  to  denounce  the  _ 
Agreement  on  six  month".-  notice  i.  Illusory. 

(12)  The  threatened  less  of  Indian  trade  in  the  British 

market  by  the  Imposition -of  a^y.o^cartain  Indian 
commodities.  In  the  event  of  non-acceptance  of  the 
Agreement  by  India,  - s  highly  and  unnecessarily 
exaggerated,  because 

(a)  the  United  Mngdora  is  not  likely  to  imposo 

ovi/eiA?*  of  food  and  drink 
addit?  'nal  duties  on  arHcler  oi  10 

Ywr  her  fo"  manufac- 
or  those  which  are  re-tu,  #od  by  h 

turing  purposes; 

o.)  the  United  Kingdom  is  not  likely  to  reduce 
imports  from  India,  so  Ion.  as  she  desires 

increase  her  exports  to  us; 

(c)  the  amount  of  trade  which  may  be.  If  at  all,  i» 
danger 'is  so  small  that  wo  shall  be  able  to  find 
other  mar  ots  for  the  same.  If  necessary;  and 

(d)  the  difficulty  of  havin.  to  find  such  oth-r  mar 

gets  is  insignificant,  compared  with  all  the 

disadvantages  enumerated  above. 

iw-'ttoo  would  like  to  emphasize 

37  inoonlu'  ion,  my  ^ormr.-ttee  vo 

,  !  ,  be  indeed  as  a  whole  In  its  manifold 

that  the  Agreement  should  bo  3  6 
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consoquoncos  on  tho  economic  life  and  financial  system  of 
tho  country,  bccauso  those  are  interconnected.  The  emphasis 
of  the  Delegation  on  mly  one  single  aspect,  viz.,  the 


thi&ai 


lor 3  oT  India's  trade  in  tho  ^ritisir 


an  entirely  wrong  and  warped  perspective  to  the  Agrocmcnt, 
and  this  must  bo  deprecated  as  but  a  piece  of  propaganda,  in 
favour  of  British  industry  undar  tho  guiso  of  the  so-callod 
protection  of  tho  interests  of  tho  Indian  f armor.  For,  the 

Agreement  docs  not  at  all  protect  his  interests;  it  is  calculated 
only  to  divert  th  trade  of  India  from  other  countries  to  tho 
United  Kingdom.  In  fact,  the  probable  le*"  him  in  the 
reducod  domand  for  Indian  raw  materials  from  other  cofui**>»ios 
will  be  groator  than  tho  threatened  loss  to  him  in  tho  British 
Oarkot  in  caso  of  non-acceptance  of  tho  agreement.  Judging 
tho  Agreement  as  a  whole,  my  Committee  have  no  hesitation 
in  pronouncing  their  conviction  that  it  is  not  in  tho  interest 
of  tho  Indian  farmer,  not  in  tho  interest  of  the  Indian 

nothin  tho  intorost  of  the  Indian  manufacturer, 

nor  in  the  interest  of  tho  general  taxpayer,  ft  is  only 
in  tho  intorost  of  th  British  manufacturer,  the  British 
exporter,  and  tho  British  shipper.  Truly,  has  the  President 
of  tho  Board  of  Trade  in  His  Majesty's  Government  declared 
in  the  Houso.  of  Commons  that  it  will  moan  "an  enormous  in¬ 
crease  in  the  activities  of  our  houses  exporting  to  InSia  with 
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a  corresponding  offoct  on 
Kingdom 


■anufaoturing  contras  in  thr  United 


I  bog  to  ronnin. 

Sir, 

Your  ost  obodiont  suryant^ 
J.Ii.^iEHTiv, 


Secretary* 
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